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Diar Mr. Veme:

This Erter will confirm yesisrday's telophone coaversation among yourselr IIEEEGY
w inyseli: regarding the following stuation.

Theee tvestors have formed an LLC, One of the investors is our elitnt (“{ovesior
&™), The-investors. plan (o cause the LLC to acquire el of the stock of an unrelared eompany
("Compmy X, An {zsue has qrisen as to whether the L1.C has o parsnt for porposes of the size:
of the:patfies s=xt 1. detennining whether the acquisition of Company X i reportable.

Arane time, [mvestor-A hud proposed 1o acquire & mejority of the equity bitergsl
e LEC Currently, howevar, Investny A proposes to acquirs 4 minority of the-efuity dnterest,
atsd 1y take-n d2Br stroment for the reamindar of its investment. That-debt instrumment will be
canvermble s equity shiould [avestar A chowse ta convert, which ir can do at any 1ime- within
* twelve momhs of closing. Becanse of this change in the trunsaction, 0 trvestor hodds 50% or
moeof the €quity of the LUC, althouph Iuvestor A would awn u majority of the equity 42
EOoRvVETRits detit s al & fmme Gme.

We discusse) the position of the pre-verger office which hns been takep in
conssetion with gimilar randactions. n exsence, we have beett previonsly advised that-sc kg as
th pubasnuar transaction (B this cas:, the conversion of the debi for équity) i ¢ mansactlon fir
whiich shiz-prary-€1.contrel of the decition (o this £ass uvessor A) has the opportunity to miske a
yegor fo-decisinn basad upon cinsurmstances existing at diar fitufe ime, and the decision to
sxpyoize is conversion eights or not th cxescise those conversion rights is one which hes
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SSONGTIS: ebstance (in this case &y exercise of the convession rights would mean, bl afis, a
kissofpriority i the gismribution of assars thould (e LEC be lguidated), ten the twensaetion is
e &1k of @l verse charscterizat lon under Section RO 90,

Az we disenusedd, it heg been acknowlbedged i) the past that basiness trahsactinns
pisthas his otie atie the resylr’ of joint decisions mvolviog qumeroos people, and it wonld not be
prattical 10 face the Scotion 80190 enatysis based upon what is in the mind of any given perton
af-Egivensime, particulirly us atritudes moy be fnfluenced by changing cirtumstances priot (o the
T that4he comyérsinn decision ds made. This mare dbjecrive way of conducting the Section
B0 atmtysls fiax been uved ay 0 way of giving some corpfart that the transacticn s ot at risk
based upon otz perlisps wporary mindser of 4 individeal, so long as the décision 1o convert
iy e i thie farure-based wpon cirtemetances existing at fhat tire and the decksion, oo
grmtter whichway it is made, will have ecopamic subsrance at thar tine.

Thank yna agaim for your esslscanes in this qeater,

Sicerely.
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